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PREFACE 


The proposals made in this paper are, in the opinion of 




















the writer, based on sound principles of business or public ad- 
ministration. Accordingly, the concepts presented are neither 
new nor radical. Instead, their efficacy has been tested re- 
peatedly in the past, often within the military departments 
themselves. Considering that the Department of Defense has for 
the past five years slowly moved in the direction of supply uni- 
fication of the three military departments, and believing that 
with a new administration, the speed of accomplishing that 
objective will be accelerated, the writer has presented some 
proposals as to what may be done about achieving a sound, effec- 
tive, efficient ami economical Department of Defense Supply Sys tem. 
He has drawn on his experiences in the Navy Supply Corps, 
where principles of administrative management receive a sure test, 
and on regulations, memoranda, and staff studies concerned with 
laying the foundations to initiate a Department of Defense Supply 
System. To the best of his judgment ani ability, he has combined 
the kaleidoscopic pieces of his experience into this paper. 

Particular recognition must be accorded the supply system 
udies in the materiel categories of subsistence and mdical, 
which were prepared by the Munitions Board Staff, in collabora- 
tion with service representation from the three military depart- 
ts. Without those studies as refereme, the concept and 
inciples of the paper could not have been woven together. 

The proposals made are actually a general blueprint for 
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2 estat 1 Ashme nt of a Department of Defense Supply System for 
-use Items, which will recogni the goal, the need of 
ified personnel, an organization and system to accomplish 
5, and accounting and statistical controls to measure 
ss of attaining the goal. 
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CHAPTER I 


WHY STZPS SHOULD Be TAKEN TO EFFECT A DEP4aRTMENT OF 


D&FENSE SUPPLY SYST“M FOR COMMON-USE ITEMS 





















Background within the Department of Defense.--The National 
Security Act of 19471 provided for coordination of the three mili- 


tary departments and the establishment of integrated policies and 
procedures. In the area of supply management, the Munitions Board 
was given the responsibility to bring about the maximum integra- 
tion of military supply activities. Under the auspices of the 
Munitions Board, Facilities and Services Committees were estab- 
lished at all echelons of departmental and field establish nts 
with the assigned mission of eliminating overlapping end duplica- 
tion among the three military departments, and to promote the 
maxinmmm cross~-servicing. While good work was done by these com- 
mittees, it gradually became apparent that only the sirface could 
be treated, because the reasons for doing things depended upon 
interlaced policies, and established supply systems already in 
being. Because there are very deep relationships and close asso- 
clations among the basic logistics functions of determination of 
requirements, procurement, and distribution, the realization came 
that greater progress would come in coordinating the supply manage- 
ment area if examination were turned to the functional fields of 


Supply, such aS: materiel control, property accounting, purchase, 


lpublic Law 253, 80th Congress, 1st Session. 
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etc. Accordingly, the Facilities and Services Committees were 

disbanded and replaced at the departmental headouarters level 

by Councils, such as, procurement and materiel control, with 

their dependent committees ami subcommittees, which were compased 

of Munitions Board staff and departmental members. It was about 

this time, in May of 1949, that the Secretary of Defense laid 

down a policy statement for the chairman of the Munitions Boards 

The Munitions Board will develop in conjunction with the 

three departments, the most practical supply system for com- 
mon items of supply. This system should provide for adequate 
cross-servicing among the departments with a minimum of over- 
lapping and the maximum of efficiency ard economy in the 
handling of items of supply common to two or more departments. 
The Munitions Board will develop and submit to me not later 
than 13 July 1949 the assumptions on which the supply systems 
will be established. 

The Munitions Board, complemented by the Joint Chiefs of Staff 

and the three military departments, developed nineteen policy as- 

Sumptions, applicable to the materiel logistics area, for a Depart- 

ment of Defense Supply System. ° Thereupon, the council and com- 

mittee organization of the Munitions Board wrestied with the problem 

of effecting uniform methods and procedures for each functional 

field of supply which would be applicable to a unified Department 

of Defense Supply System; but they were frustrated and thwarted 

in attempting to make them applicable to so many different types of 

materiel categories. Their direction was a horizontal, functional 

dissection across many segnents of each of the three departmnts! 


‘Supply systems. When unrest arose among the top managemnt of the 





2 
Secretary of Defense policy statement accompanying Trans- 
fer Order No. 39 of May 1949, concerning separation of Department 
. Army and Air Force. 


Ssecretary of Defense Memorandum for the Secretaries of 
) ome Air Force, and J.C.S., M.B., and R & D Board, 17 Novem- 
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Department of Defense, at the slow progress being mde by the 

. wncils and committees, the Munitions Board ordered them dis- 
‘Danded. A new concept was brought forth; that of studying 
vertical coordination and integration of all supply functions 
within a materiel category for each military department. At the 
game time there was developed by the Munitions Board staff a 





"standard Materiel Category Grouping System," which was designed 
"for use primarily in connection with executing Munitions Board 
responsibility derived from the memorandum of 17 November 1949: 
from the Secretary of Defense regarding ‘The Department of Defense 
Supply System'."* in July of 1951, the Department of Defense is- 
sued a directive "to clarify and emplify the basic policies which 
are to govern the operation of the supply systems in the Military 


Department s.” 5 


This directive did not actually depart fran the 
basic objective of the 19 November 1949 memorandum, covering a 
Department of Defense Supply System, but it was designed as in- 
terim supply management policy pending the development of data 

amd information which could carry out the desires for a Department 
of Defense System as laid dom in the 19 November 1949 memorandum. © 
The individial departments conld and did interpret it to their own 
thinking, while echelons with the Department of Defense did like- 
wise. This directive was implemented by another Department of 


Defense Directive in the supply management area which established 





4saunitions Board memorandum for Secreturies of Army, Navy, 
am Air Force 18 September 1950. 


Department of Defense Directive 250.01-1, 17 July 1951. 
Srhis is the author's interpretation. 
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a Supply Systems Study Project to "develop and recommend such 

hanges to existing organization, policies, standards, and pro- 
eedures governing the supply operations within ths Department of 
Defense as will maintain or increase military effectiveness aml 
produce the optimm efficiency and economy of these sipply opera- 
tions from the initial requirements and resources planning stage 

to final consumption or other disposition." After the issuance 

of this directive, supply systems study pro jects in the materiel 
categories of medical and dental, subsisteme, and commercial 
automotive were started. To date, preliminary draft reports m 

the first two categories have been published, while the commercial 
category is still caplet Gtundg © Before these studies were published, 
the Congress of the United States injected an additional catalyst.” 
4s the result of investigations by congressional committees cmcerned 
with military preparedness (the Johnson subcommittee) and with ef- 
fectiveness of military supply operations (tho Bonner, Porter-Hardy 
and Herbert subcommittees), the mooi of Congress toward supply 
Managem nt within the Department of Defense as exemplified by the 
“inclusion of a general provision in the Department of Defense Ap- 


-propriation act. 1° This provision, section 638, is as follows; 


, TDepartment of Defense Directive 250.11-2 (Now 4100.3), 


S8vunitions Board Office of Supply, Supply Systems Study 
Project, "Staff report on Department of Defense Subsistence Supply 
systems", 5 February 1953 and “Staff Study of the Military Medical 
Supply Systems," 6 February 1953. 


28e6 below p. 10 for Congressional attitydes and action. 


- lLOpublic Law 488, Chapter 630, 82nd Congress, 2nd Session 
(H.R. 73591), Sec. 638 of Title VI--General Provisions. 
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(a) Notwithstanding any other provision of law, and for 
the purpose of achieving ar efficient, economical, am 
practical operation of an integrated supply system designed 
to meet the needs of the military departments without dup- 
licating or overlapping of either operations or functions, 
no officer or agency in or under the Department of Defense, 
after the effective date of this section, shall obligate any 
funds for procurement, production, warehousing, distribution 
of supplies or equipment or related supply management funce 
tions, except in accordance with regulations issued by the 
Secretary of Defense. 


(o) This section shall be effective sixty days after 
the approval of this act. 


And so to comply with Section 638, “Military Supply 





System Regulations” were issved. They covered the functional 
logistics areas of procurement, commercial and industrial-type 
facilities, distribution, cataloging and standardization, conser- 
vation, utilization am disposal, transportation and traffic 
Management, production, personnel and training, and requirement s 
review. A specific prohibition against su pply sys tem expansion 
for common-use standard-stock items was included. While complying 
with the spirit of Congressional legislation, hardly a person in 
close touch with the Department of Defense supply mnagement prob- 
lem will deny that the complete intent of the Congress has not 

yet been carried out. Most interpretation is that the Congres- 
sional intent will not be satisfied until a Department of Defense 
Supply system for all common-use standard stock items comes into 
being. 

Background within the military departments.--Both before 
and after the passage of the National Security Act of 1947, the 
Department of the Army made some representations to the effect 
that in certain materiel categories, especially subsistence and 


medical and dental, the Army should be the sole logistics agency 
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apm 
for requirements, procurement, and aistribition. This concept 
Game to be known as single-servicing ani was repugnant to ths 
Navy, which distrusted such plans because it realized the in- 
separability of logistics to the needs of its Naval Forces; amd 
also because it felt that its system of supply in both of those 
areas was superior to that of the army. At first, after the 
Munitions Board began to function, it seemed that the Navy might 
be overwhelmed by both the Army and the Air Force. The latter, 
although it had become separate, was still bound by old ties, as 
well as mthods, procedures, and also supply dependence to the 
Army. Over heated argumnts of the council table in the area of 
supply management, it gradually began to become clear that the 
4ir Force had as mech to gain in learning from the Navy as from 
the Army. 

Soon after the end of World War II, the Navy, desiring to 
incorporate the lessons learned in ths war into its supply opera- 
tions, commenced a supply study as to how best to establish a 
unified Navy supply system which would integrate ami coordinates 
the materiel category segments, which were at that time directly 
under the cognizance of various materiel bureaus. This study was 
approved in early 1947 as the Navy Supply Plan, and immediately 


began to be placed in effect. 


The basic principles under- 
lying this integrated supply system were: placing responsibility 


for performance control of all supply functions in one bureau, 





the Bureau of Supplies and Accounts; establishing "supply offices 
for each category of Naval material, operated jointly by the 


lisecretary of Navy letter to Chief of Naval Operations 
‘14 February 1947. 
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Bureau of Supplies and Accounts and the Technical Bureau; 
scentralizing the “supply offices” out of the Washington area 
into a geographic location close to the industrial producers 

of the particular material; material of a common-use standard- 
‘tock nature was placed in the Navy Stock Fund; technical control 
yf research and development, design, determination of require- 
ments, inspection, construction and manufacture, and maintenance 
mained with the cognizant technical bureau. 411 other funce 
tions commonly associated in the area of supply mmagement were 
Jelegated to the “supply office” of field activity under the 
Management control of the Bureau of Supplies and Accounts. The 
accomplishments were expected: "To provide the Navy with a co- 
ordinated and integrated system for the supply of all replenish- 
ible material necessary for the maintenance and opsration of the 
laval Establishment, which will give effective control, maximm 
i lexibility, and maximum security with maximum economy."12 The se 
objectives have since been tested, and met with tremendous suc- 
38, in peace end in the Korean Wars; and one is struck with the 
Milarity of these objectives with those desired for a Depart- 
of Pefense Supply System. 

Because the development of the Navy Supply System was 
ong: ging the complete attention and energies of its supply per- 
101 from the passage of the National Security Act on, it is 
t surprising that the Navy, recognizing that it had a good thing, 


12 
Recommendation B-1 of the Navy Supply Plan approved by 
tary of the Navy 14 February 1947. 
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hovld have been less than lukewarm to any proposals of the 





















army. It should be pointed out that both the Army and the Air 
had many supply personnel who felt as the Navy: “Let me 
alone and let me look after my own operating problems of supply 
management." What is more, the Air Force was faced with a 
manifold, complex problem of supply logistics as it took over 
from the army and began to operate its own department. Prac- 
tical people, beset with their own problems, could not see any 
possibilities of effectiveness, officlency or economy in any 
unified supply system. 

In 1949 the National Security Act was amnded to provide 
for ths introduction of unified fiscal management in the Depart- 
ment of Defense. Because the Navy had been probably the foremost 
leader in the federal government in regard to utilizing business 
methods in accounting, especially for materiel, the amendment 
was taken in stride by the Navy, although it caused considerable 
apprehension on the part of the Army and Air Force. Talk of 
sinrle-servicing fell to a whisper as it was realized that all 
Material in the common-use standard-stock area would have to bs 
financed by a revolving stock fund. Since the Navy had always 
utilized a stock fund method for its material management, there 
Was no worry on its part, for it had long previously integrated 
fiscal management with supply management. To a businessman, it 
May seem strange that there should be a lack of such integration 
among part of the military establishment, but its concept was 
$0 new to the army and iir Force as to require a statenent of 
policy from the Office of the Secretary of Defense concerning 
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he functional relationships of supply and fiscal managem nt. 1% 


It is understood that at the time of this writing, the 
esponse to the studies by the Munitions Board in the categories 
of mdical and dental, and subsistence goes somthing as follows: 

the Army 1s ready and willing to take over single-service sup- 
ply responsibility for either; the Navy recognizes that it is a 
mistake to have single-servicing by the Army, as proposed for 
medical and dental, and a different joint agency concept for 
subsistence; therefore the Navy feels that what is meded 1s a 
-gommon pattern to ensure a common system for all materiel seg- 

mts of a DPepartment of Defense Supply System; the Air Force 

to be willing "to buy” both, or a combined approach for 
studies. 

This paper suggests that a Department of Defense Supply 
System which will be integrated ani coordinated md achieve its 
bjectives of effectiveness, economy, efficiency and uniform 
Standards md procedures cannot be built unless there is a com- 
1 master blueprint to have each materiel segment complementary 
nd a consistent part of the whole. 

Background from Standpoint of the Congress of the United 
tates.--Soon after the outbreak of the Korean War, the Congress 


ame concerned over how well the Department of "efense was 
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Memorandum, Office of Secretary of Defense to Secre- 
iries Depts. J C S. and chairman and directors of boards am 
ffices of the Dept. of Defense. 18 Jan. 1951. 
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rshalling the nation's resources under the indus trial mobiliza- 
program. Among others, Senator Johnson, Congressmen Hardy, 
ebert, and Sonner investigated various facets of the problem. 
» Bonner subcommittee of the House Committee on Expenditures 
in the Executive Departments devoted its attention to Federal 
ipply Management with particular emphasis on the military as- 
ects. This committee in its report covered among other problems, 
legislative framework for Military Supply Management ard had 
this to gay: '* 
In the public mind, unification of the irmed Forces was 
achieved by the National Security Act of 1947. An evaluation 
of field operations unier this act and its later men“‘ments _ 
Shows that unification, from the standpoint of military sup- 
ply, rests largely on paper. 
complained bitterly about each department manning and operating 
‘supply system: “Should the Air Force be wrmitted to organize 
i operate its own supply system, the Department of Defense wuld 
3 underwriting a program of triplication rather than the unifica- 
sought, in part at least, by the Act of 19472195 And speaking 
rther, the committee said: 
This legislation has not produced the unification which 
the american public believed necessary. The unsettled wrid 
conditions of today and the experience in administering the 


National Security Agt necessitate a careful reexamination of 
the basic charter. | 


4 
committees of Uxpenditures in the Executive Departments, 
ne “ane lst Session, House Report No. 658, G.P.P., 27 June 
A 9 Pe e 


15tp1a., p. 8. 


161pid., p. 9. 
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ts legislative recommendation was as follows: "Clarification 





by the Congress of the basic statute, the National Security Act 

of 1947, as amended, is necessary to implement fully centralized 
upply direction and coordination and to avoid conflicting ad- 
sinistrative interpretations."1” The author camnot resist the 
somment that actually no clarification of the act is necessary, 
the Secretary of Defense has the authority and responsibility 
under the act, and the intent of Congress in regard to the 
comnon-use items of supply is unmistakably clesr. For those who 
doubt this opinion, read on and discover the Congressional in- 
tent. 

Further investigations by the Bonner Subcommittee in the 
fall of 1951 disclosed that the Air Force was xontiming to build 
| separate supply system for common-use items. In the winter of 
1952, the Porter-Hardy, and the Hebert subcommittees publicized ; 
damaging facts concerning certain phases of military supply opera- 
tions. The former committee reported on the purchase functions, 
Sapeciaily in the category of automotive materiel: and the latter 
reported on duplications and inefficiencies in the procurement, 


Standardization, and cataloguing fields. As a result of these 
Remesti gations, which more or less confirmed unofficial Congres- 
‘stonal opinion that the Defense Department was guilty of waste 
and extravagance, the Congress placed section 6358 as a general 
provision of the Appropriation Act of the Defense Department. 18 


What is not generally known by many persons assosiated with the 


a 
Ibid., p. 35. 


1895. cit. See p. 4, footnote 10. 
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M llitary Zstablishment is that the Congress came very close to 
macting into law, a single Department of Defense Supply System 
50 apply across the board. The Senate debate on 28 and 50 June 
1952 clearly demonstrates the mood of Congress. 

Senator Paul Douglas introduced on the floor of the 
nate, a bill identical to that previously introduced by Repre- 
sentative Bommer on the floor of the House, “to promote economy 
and efficiency through reorganization and integration of supply 
14 service activities within and anong tm military departments. 
‘Under the proposed bi11,!°% the functiorsof the Munitions Board 
were transferred to an Under Secretary of Defense for Supply 
Sie deus vit who would be responsible to; 


(1) develop standardized procedures ani forms am 
service function; 


(2) eliminate duplication and overlapping within and 
among the supply activities of the military departments in 
_ Si, PO of production, procurement, warehousing ani dis- 
br ons 


(3) establish and operate depots for common items am 
other common supply and service installations throughout 
the United States; 


(4) develop unified logistics organizations ovorseas; 


(5) establish and operate a program to systematize scrap 
recovery, redistribution of excess material and surplus dis- 
posal, and coordinate such programs with the Department of 
Pefense am with those of other departments and agencies.of 
the Government having responsibilities in those fields; 


(6) develop plans for recruitment and training of a pro- 
emg corps of supply personnel within the Department of 
Defense. 


9 
Congressional Record, 82nd Cong., 2nd Sess., Vol. 98, 
116, 30 June 1952, p. 8777. 
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Speaking on behalf of this amendment to I.R. 7591, the 
Appropriation Act for the Department of Defense, Senator Douglas 
id this to say: 


They (the military departments) have been so slow that 
at times it looks as though they have been sabotaging, that 
they have not been in favor of wnification, that they wanted 
to maintain their separate systems of supply and pees, 
resulting in competitive bidding and in grave wastes. 


na speaking further, he stated: 


This was one of the purposes of the original National 
Security Act of 1947, the so-called Unification Act, which 
provided in section 202 (a)(3) that the Secretary of Defense 
should take appropriate steps “to eliminate unnecessary 
duplication @ overlapping in the field of procurement, 
supply transportation, storage, health and research." When 
the Unification act was revised in 1949 this provision was 
ae providing a legislative opening for duplication 
0 exist. 


Senator Saltcnstall also entered into the debates. He said: 


When the unification bill was passed in 1947, the mend- 
ment which the Senator is now proposing was considered. It 
Was one of those steps which the committee felt it did not 
want to take at that time. It felt it shouH not go that far 
in concentrating go mush power in the Secretary of Defense. 
That was one of the problems which Secretary Forrestal had 
confronting him. Times have changed, and conditions have 
changed. Personally, I think there is considerable merit in 
what the Senator from [Illinois is proposing. I want the rece 
ord to show that I join with the Senator from Texas in sug- 
gesting that the Senator introduce a bill on the subject in 
Jeuary, and pursue it, 30 that the Unification Act may be 
amended somewhat along the lines the Sena 5 from Illinois 
proposes. I believe it should be awnded. 


senator O'Mahoney concluded the debate by accepting the suggestion 


of Senators Johnson ami Saltonstall, an@ obtaining ths concurrence 


Op. cit.: No. 115, 28 June 1952, p. 8644. 
Op. cit.: No. 118, 30 June 1952, p. 8778. 


22Tbid., p. 8780. 
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yf Senator Douglas, in the following statement; 
I wish to say to the Senator from Illinois that the 


Subcommittee on Defense Production was unanimous in its 
feeling that the principle of the Bonner Ameniment should 

be enacted into lew. But the committee was aware of the 
fact that it could not be enacted into law on an appropri- 
ation bill. I want the Senator to know that personally I 
have consulted with the Secretary of Defense ani the Di- 
rector of the Bureum of the Budget. I spoke t both of 

then and told them that the economy masire must be carried 
through. At the same time, I recognize the fact that the 
committee on irmei Services of the Senate ani the House are 
entitled as a matter of right to have the opportunity to 
exanine into he far-reaching chmges which would be made in 
unification.” 


Accordingly, only section 638, which required the Depart- 
ment of Defense to issve coordinating supply regulations, “4 was 
@nmacted into law. Fowever, facing the Department of "efense of- 
ficials at this writing is the strong possibility that a law 
similar to that proposed by Representative Bonner and Senator 
Douglas will become law. Such a law is not necessary in the 
‘opinion of the writer. Under authority granted to the Secretary 
of Defense is the power to effect a unified Department of Defense 
Supply System for common-use items. What 1s nesded is a broad 
Dlueprint of exactly how such a single supply system may be put 
together. The Munitions Board staff studies in the fields of 
ledical and subsistence offer some aid, but taken together they 
re presently incompatible to each other. This paper proposes 
they may be made compatible, and how the same compatibility 
1 integration may be applied to the other common-use categories 


, 


of materiel. 


23 
Lbid., p. 8780. 


*4pepartment of Defense Directives 4000.8 and 4000.9 
5 Sept. 1952. 
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CHAPTER II 


WHAT TO DO ABOUT SUPPLY UNIFICATION 
FOR COMMON-USE ITEMS 


All three military departments have had a very real fear 


















of the possibility that a fourth department, similar to the Army 
Service Forces of World War II, and yet vastly broader in scope, 
might be established to accomplish all their logistics functions 
of determination of requirements, procurement, and distritution 
of personnel, materiel, and facilities. Such a possibility is 
utterly repugnant to any military man who has the least grasp of 
the indivisibility of strategy, tactics and logistics in the con- 
@uct of any military operation, and especially in time of war. A 
fourth department concept is collectively ami individually abhorred 
by the Amy, Navy, and Air Force, and yet this child's fancy is 
just enough alive to arouse uneasy mtterings among responsible 
fficials. A fourth service of supply to encompass only the 
materiel logistics field, is occasionally fostered by military ex- 
tremists as the one real way to achieve service unification. There 
are varios ideas of how the fourth service would work, but most 
ideas ultimately end up with a separate supply service, in its dis- 
_tinctive uniform, mswerable to an Assistant Secretary of Defense 
for Supply, and responsible for all logistics functions within the 
area of materiel supply from the Continental United States, out 
long the comaunications pipelines to the forward combat areas. 

Such a scheme is viewed in the same light as the fourth 
ment, especially by the military commander who uneasily 
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1 at departmental headquarters each feels the wrath of Congress, 
and while in the spotlight, hopes that the attention may be quickly 
liverted to someone else; but the top military Department of Defense 
official sighs as, attempting to defend the errors of omission and 
ission of his subordinates, he hops to the aid, one after the 
other, of his functional specialists. An excellent example was 
the appearance of Vice Admiral C. ™. Fox, SC, UGN, before the pro- 
surement subcommittee of the House Committee on armed Services. | 
Since Congress expects a faster rate of unification under 
the National Security Acts of 1947 and 1949, let's see what can be 
to at least remove the supply man and the top administrators 
*rom the hot seat of Congressional inquiry and the gersral public's 
Missatisfaction with triplification of supply. The mllitary have 
jected either a fourth military department or a fourth service. 
Is there not another alternative? There seems to be a distinct 
possibility that something can be done within the gerpral supply 
area of the "so-called" common-use items. 
Area Of Common-Use Items.--The term common use ms slipped 
into the vernacular of persons engagedwith materiel aspects of the 
logistics problems. To this day a formal definition acceptable to 
21 is still lacking. While arousing academic argiments as to the 
waning of common-use materiel, the following definition, adapted 
by the author, is considered sufficient for the purposes of this 
ape Ts " sommon-use items are defined as items of stmdard, come 


rcial production, commonly used within the military departm nts 


i 
Statement of Admiral Fox, House Armed Services Sub-Com- 
ee, 82nd Congress, 2nd Session, 3 March 1953. 
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nders where is his control and how much can he depend on this 
pply pipeline which seemingly only uniteswith his tactics am 
strategy and the very end of the pipeline. The individual depart- 
ts have long accepted the concept that all military endeavors 
"answerable and responsible to Command." 

When the layman or Congressman greets such statements with 
a wondering and questioning look, and perhaps a verbal salvo, the 
‘military man retires, frustrated by the refusal of others to recog- 
nize a concept which to him is basic. In fairness to the Congress- 
Man, let's admit that most of them understand and appreciate the 
_ eoncept very well, but they are just plain tired and irritated to 
have the military departments continue to give reasons why the job 
of unification should not be done, rather than an explanation of 
how it might be done. The burden of the natlioml1 defense portion 
of the federal budget is so heavy that in the eyes of Congressmen, 
even those with military experience, and especially with their 
constituents, the military are wastrels, bad managers, and bureau- 
crats in the worst sense. In short, an idea has slowly been built 
up in the public's mind that the military are brawny but dumb, and 
consequently are the scapegoats for jibes and criticism among the 
headline hunters as well as those honestly concemed about the 


Management of our national deferse. Despite efforts to publicize 
their successes, their failures become well known and well remem- 
red, while their achievements are quickly forgotten. There is 
one failure, impossible to refute, and that is the cross-hauling 
of the same materiel, visible when one departmental supply system 


is compared with another. 
The military personnelman, the constructor, and the supply 
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by two or more military activities and practicable of inclusion 
thin a central purchasing program.” The definition is not so 
important as an idea and comprehension that we are speaking of 
of supply that are used by the military and are similar to 
those found in the local retail shopping areas, serving everyone's 
home. Accordingly, these common-use items are those which would 
be recognized by their very nature and characteristics. While the 
definition speaks of common-use items which are common to two or 
iore activities, it should be recognized that comnonness among 
these items is not as widespread as might be assumed by the defini- 
‘tion. Surveys have indicated that even such common-use items as 
‘paper towels, mimeograph paper, and toilet soap are not commonly 
used across the board by the three military departments or the 
other federal departments and agencies.” Even though an item may 
be commonly used, by the mere fact that it has the same generic 
3, it should be included along with its brothers and sisters in 
my coumon supply system. Perhaps there are soo reasons for only 
ne military activity to use a particular item of supply, or pere- 
laps the item could be eliminated under a standardization program. 
In any event, the best way to ascertain a judgment decision is to 
bring together in a single supply system all the same or similar 
items of supply having the same item name. 
What items then are we taking about? We have indicated 


individual items of supply that can be grouped together under an 





2 

-, Department of Defense and General Services Administration, 
stributioOn “Survey " of Certain Selected Civilian Type Common- 
tens, 6p e 2 e 
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Mame such as: Paper, mimeograph. In addition, item nams 














can be combined into classes, such as the four digit classes being 
escribed by the Federal Cataloging Program under the auspices 

e the Department of Defense Supply Management Agencies; one such 
class might be Office Supplies of which paper, mimeograph, is one 
mame. The classes in turn could be combined under a category 
of materiel, such as, office ani household matertel, which is one 
of seventeen materiel categories, as approved by the Munitions 
Board on 7 September 1950 to be used "in connection with executing 
Munitions Board responsibility derived from the memoranium of 17 
ember 1949 from the Secretary of Defense regarding 'The Depart- 
nt of Defense Supply System. '"” Certain of the prescribed seven- 
= materiel categories could be classified as common-use within 
ur understanding of that comept. These categories are: Medical 
Dental, Subsistence, Fuels and lubricants, Household and Of- 
fice Type Material, Shop and Maintename Type Material, General 
Purpose Type Material, Precision Instruments, Reproduction Equip- 
and Related Materiels, Commercial Automotive. It is well to 
that with the exception of a few minor item exceptions, tech- 
Nical or special military items, appearing in the caterories of 
Aircraft, Ships, Tanks, Cuns ami Ammunition, Communications, and 
Construction, have not been included in the common-use materiel 


gory breakdown. These latter categories are considered purely 


+) 
. Munitions Board Memorandum for the Secretaries of the Army, 
vy, Air Force, 18 Sept. 1950. 
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military and do not come within the purview of this paper. There 
4s one other common-use category which has been excepted, that of 
slothing. Because clothing has already received considerable co- 
rdination attention under the Armed Services Textile and Apparel 
Procurement Agency, as established by the Department of Defense in 
1952, and because there is almost complete distinctiveness of the 
uniform ami equipment apparel items of the Army, Navy, Marine 
Sorps, and Air Force, this last category has also notbeen included 
in the proposals of this paper. 

What is Proposed for the Common-lJse Areas.--The Hoover Com- 
mission in its study of supply systems in the federal government, 
made these comments concerning the Navy Supply System: 

The Department of the Navy has established, am has been 
operating dre February 11, 1947, a coordinated and integrated 
system for the supply of all material necessary for the main- 
tenance and operation of the Naval Establishment. One of the 
basic concepts inthe Navy Supply System is that all material 
belongs to the Navy, not to an individual bureau. The Navy 
further recognizes that supply problems form a common pattern, 
and has centralized responsibility for then in its Bureau of 
Supplies and Accounts. To insure a uniform supply system that 
meets the needs of the technical Bureaus, various items are 
grouped into types whish can be controlled from a specific Sup- 
ply Demand Control Point. The maximum degree of uniformity 
consistent with the vari, ous types of materials is obtained under 
the Navy Supply System. 
he proposals made herein are completely in line with thes comments 
and conclusions of the Hoover Commission, al though ths recommenda- 
tions have been adapted to only the Departmnt of Pefense. The 


Basic principles propounded herein are completely in consonance with 


ny 


4 

: Hoover Commission on Organization of the fxecutive Branch 
of the Governemnt, "Task Force Report on the Federal Supply System," 
+eP.0., Jan. 1949. 
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porated in the Navy Supply System, at least insofar 





















3 the subject of csommon-use items is concerned. 

This paper proposes: a coordinated and intezrated Departe 
it of Defense supply system for ; nsies itens; ownership of 
materiel to be in a single Department of Defense stock fund 
til issued for use to a corsuming activity of the army, Navy, 
“rine Corps and Air Force--at which time, tie appropriate departe 
mental &appropriution will be chargeds grouping by appropriate item 
Mes or categories of materiel, each grouping sontrolled by a 
specific control point, called, for example: sarsei Services Sub- 
istence Materiel 4pencsy; decentralization of eacl) material agency 
Delow the military department levels; control vestei in a Jirectorate 
imilar to a board of directors of a private enterprise); an agency, 
ointly manned and staffe by supply personnel assignee by each of 
three military departments; the agency to have responsibility 

For computing requirements, procuring and iistributing assigned 
Materiel; the operatin# function of the materiel afency to be fie 
nanced by a single Departmer’ of Defense manavevient fund; manaze- 
Went control of all stocking supply activities to remain within 
mesent owning department; area distribution of materiel to be ef- 
Scted in accordance with mission as3igned sy saterial agency to 
pply activities; technical control, includinr determination of 
teriel requirements to remain with each using Jepartrent ;tech-e 
teal control] of supply Methods an? procedures to remain with de- 
tments except as necessary coordination and inteprated uniformity 


y be dirscted oy the “irectorate for the matsriel acenzies. 


These proposals are consistent with the stuted objectives 
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f the Military Supply System Regulations established in the De- 
artment of Defense Directive 4000.8 of 17 November 1952 and other 
Mlar directives; "to develop and recommend such changes to ex-~ 
iting orgenization policies, standards, and procedures governing 
he supply operations within the Department of Defense as will 
aintain or increase military effectiveness and produce optimum 
efficiency ami economy of these supply operations from the initial 
quirements and resources planning stage to final consumption or 
@isposition."° These proposals contemplate the least pos- 
sible reorganization or readjustments in supply operations within 
> military departments. These proposals require no additional 
aropriations on the part of Congress nor additional personnel. 

in fact, there is every expectation that less dollars nd less 
people will be required. The remainder of this paper develops 


proposals in broad outline form. 


“Department of Defense Directive 4100.3, "Supply Systems 
y Project," 9 August 1951. 
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CHAPTER III 


PROPOSED ORGANIZATION POR CONTROL OF 
ARMED SERVICES MATERIEL AGENCIES 



















Decentralization of control over Materiel igencies. e- 

of the proposals made in this paper calls for the decentraliza- 
. of each materiel agency below the departmental level. The 

for decentralization is to ensure control down from the 
isting departmental organizations; to preserve and protect their 
istics responsibilities; and to prevent a super agency of cone 
91 from being organized sbove and superimposed upon the departe 
t. The vringing together of control below the departmental 

41 is accomplished by the establishment of a directorate, cone 
ting of five members, with one representative from each of the 
llowing: (1) The Munitions Board, or if changed by law, an 
distant Secretary of Defense for Supply to represent the supply 
nt responsibility of the Secretary of Defense; (?) The 
istant Secretary of Defense, Comptroller, to represent the fis- 
| Management responsibility of the Secretary of Defense; (3) 
artment of the Army, a representative of the Under or Assistant 
tary, who is charged with business administration in the Arny; 
Department of the Navy, a representative from the Under or 
sistant Secretary, who is charged with business administration in 


(5) Department of the Air Force, a representative from 


Inder or Assistant Secretary, who 1s charged with the business 
istration of the Air Force. See exhibit 1, for pictorial 
sentation of these ideas. 
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te:s-- The idea of a directorate or board of 





»sctors was suggested by the Munitions Board "Staff Study of 

) ilitary Medical Supply ay This directorate will ful- 

11 the same purpose and perform the same functions as a board of 

rectors of a business enterprise, as exemplified in the following 

te: "Neither in modern theory nor in practice is it assumed that 

. board will attempt to direct the affairs of a business in any 
bail. Its function is to exercise broad supervision and to share 

active leadership in the enterprise with the executives it has ap- 

ied.” This directorate will occupy a position between the five 

eganizational entities it represents and the executive management 

f the various Armed Services Materiel Agencies. “How wise and pru- 
14 the collective action of the (directorate) will be, hinges 

the wisdom and judgment of each individual member and upon 

his qualifications to serve in the capacity for which he has been 

aeeted)". Since the directorate will have no other duties than 

tO Hive broad supervision and policy direction. of up to six or 

pven Materiel agencies, the individual selection of each member 

is Sost important. It is considered that retired Generals and 4d@- 

@irals, experienced in the supply management area, constitute the 

Qualified of available personnel, at least to represent the 

hres military departments. It is recognized that in order to 





Op. eit., DDPe 8-10. 

2 

Es Petersen and E. G. Plowman, Business Organization ana 
gement. (Chicago: Richard D. Irwin, Inc., 1 ,> & Tes. 


3 
Ibid., p. 108, Author's changes in parenthesis. 
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tired pay, as well as the remuneration carried by the Job itself. 
h a cost is 3mall in relation to the importance of the role the 
rectors would play. In the case of the two represent atives 
selected by the Secretary of Defense, it is expected that they would 
be either from his organization or experienced, retired executives 
from the business world; probably the director to represent fiscal 
Magement area would be an ex-controller with some knowledge of 
revolving stock funds and public accounting. | 

The functions of this directorate, taken from James 0, 


icKinsey , have been adapted to the requirements of the situation 


—_ 


as follows: 


(1) To establish the general objectives of the Department 
of Defense Supply System. 

(2) To establish the major policies in the business admin- 
istration of each Materiel Agency. 

(3) To determine the organization structure of each 
Materiel Agency, and select the military officers who will be 
executives in the organization. 

(4) To audit the actions of the military officers to whom 
all administrative responsibility has been delegated. 


(5) To administer manpower control and utilization. 
(6) To approve the budget of each Materiel Agency 


(7) To establish a coordination of administrative supply 
policies of the three military departments and to insure the 
Carrying out of all administrative regulations as prescribed 
by the Office of the Secretary of Defense. 

(8) To approve the obtaining of necessary space, equip-~ 
ment material, and such other administrative supply support as 
may be necessary to carry out the assigned responsibilities, 


There is one additional point to be discussed in regard to 


16 Directorate. As will be noticed, there are six additional repre- 





4 


Article by James 0. McKinsey, "Boards of Directors, Hand- 
ok of Business Administration", p 394 
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from a particular materiel agency, placed on the direct- 
























These additional members are the Commanding Officer, the 

ty, the Comptroller, the Chief of the Stock Control, the Chief 

urchase, and the Chief of the Technical Divisions. They can- 

exercise any of the directorate functions except as specifically 

pgated. They are placed there advisably to give first hand data 

operations of the particular Materiel Agency, and to aid in 

formulation of policy by the directorate. In the unlikely event 

five members of the directorate usurping the operational 

istics responsibilities of the agency, the commanding officer 

1d appeal to the Secretary of Defense for resolution by the Armed 

Policy Council. Placing these executives on the directorate 

> more than following the practice of business erterprises, where- 

major executives of the company are customarily members of the 
4 of directors. The chairman of the Directorate will be elected 

je two (2) years and shall rotate, but shall always be of a 

l\litary department, other than that of the commanding officer, 

is thought is injectec, merely as a check and balance over the 

sentralized control of a materiel agency. 

Concepts entering into the decentralization of control:- 

is apparent to the reader tmt as portrayed in exhibit 1, the 

tions of policy and management control have been delegated by 

1 five organizational entities to their representatives, who are 


fed into a directorate, which will carry out the functions of a 


a , 


ment agert. In turn, the management control functions will ulti- 
ly find their fruition in the operations of a Materiel Agency. 


i do we mean by management control, and the other types of sontrol 
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forth in Exhibit 1? Formal definitions have been taken from 
Department General Order No. 19, setting forth relationships 
he Naval Establishment and have been amended slightly to indi- 
Department of “efense iemmiillivouw, 

(1) (Command Control)is the authoritative direction exer- 
cised over activities of the (Military Establishment) in 


military matters, together with the power to exercise authori- 
tative direction in all matters when circumstances dictate. 


(2) Coordination Control is that necessary direction of 
pam units of the (Military Establishment) to insure ad- 
mately integrated relationships between all of these units. 


(3) Management Control is the direction exercised in other 
than military matters, by am authority of the (Military Estab- 
lishment) over a unit of the (Department of Defense Supply System ) 
in the administration of its local operating functions. 


(4) Technical Control is the specialized or professional 
guidance and direction exercised by an authority of the (Military 
Establishment ) in technical matters. 

The Navy would have no trouble in accepting these concepts 
control because it has long used them. For example, the iviation 
pply Office, a Navy Supply Demand Control Point, located in 
jladelphia, Pa., operates jointly under the Chiefs of the Bure 
1 Of Aeronautics and the Bureau of Supplies and aocounte; it is 
the Chief of the Sureau of Supplies and Accounts for manage- 

t control; and under the Chief of the Bureau of Aeronautics for 
shnical control. Both the Army and Air Force would be somewhat 

W to these concepts and yet they are the same ideas exemplified in 
) armed Services Textile and Apparel Agency, or the armed Services 
troleum Purchasing Agency. Since these ideas do not interfere 


-_ 


5 
“The United States Navy", Management Engineer, Navy Depart- 
t, Washington, D.C. October 1952, (Appendix H) P. 78 (Author's 
idments in parenthesis) 
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h existing Army or Air Force lines of authority and responsibility 
because both departments have similar relationships, there should 
overwhelming reason why they should not be universally adopted. 


Technical control over the agency:-- As indicated in Ex- 


it 1, certain control fimctions of a technical nature (which, 


been pointed out, is specialized or professional guidance) 

76 reserved to the Technical Service in the army (the Quartermaster 
ee?) the Navy “%ureau (the Thief of the Bureau of Supplies and 
ecounts) and the Air Force (the Air Materiel Command). These 
Schnical functions are determination of requirements, logistics 
lanning, research and development, design, inspection, manufacture, 
intenance, and issue control over the items of supply. The most 
portant aspect is the logistics planning which cannot be divorced 
rom the individual department. The plans of the Joint Chiefs of 
ft, and the logistics organizations of the amy Chief of Staff, 

9 Navy Chief of Naval Operations and the Air Force Chief of Staff 
_ require interpretation especially as they break down into pro- 
and activities. Since all common-use categories of materiel in 
Department of Defense Supply System will be directly related to 
Maintenance and operation annual appropriations of each mille 

j department, it is fitting that the planning interpretation of 
ected materiel consumption be furnished direct to ths Materiel 
mey and that direct liaison be afforded for the other technical 
onsibilities. Almost equally important is specifying what 
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ag the army, Navy, and Air Force customers wnt in the carrying 
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of their maintenance and operating responsibilities. Thus, the 
eriel Agency will perform the mechanical and clerical computa- 
of requirement which will be reviewed by the technical cone 

l process. In summary, "the what” is performed by the technical 
trol of the three departments; "the how much” by tle Materiel 
ey; and the "where and when" by a combination of both. There 
another important point of technical control, and that is issue 
mntrol over the issues of materiel to consuming units. This cone 
11 can be effected by either administrative regulations over 

16 reservation of certain items of supply to particular units, 

1 aS flight rations for flight crews, or by the anounts of 
lotment monies granted to units from maintenance and operation 
jpropriations. 

Command control over agency: -- It is expected that the 
iteriel agencies will be widely dispersed: for example, subsistence 
Chicago (perhaps where ths present ‘Army marketing office is now 
cated); medical and dental in Edgewood, New Jersey; general stores 
Philadelphia, Pa.; fuel in California; commercial automotive in 
troit, Michigan; exchange items in New York City, etc. Fach 
bériel agency would come under the military command of either 
Army Area Commander, the Commandant of the Naval District, 

) Air Force Area Commander of the geographic area in which 
Interiel Agency is located. The determining factor as to 

‘ch one would exercise control, wovld depend on which service 
represented by the Commanding Officer of the Materiel Agency. 


would be expected that the Materiel Agency commanding officer's 
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‘ciency or fitness report would be made out by the appropriate 

a departmental commander. In turn, the commanding officer of 

s Agency should have the delegated authority to make out and 

gn efficiency and fitness reports for al1 officers assigned for 

ty at the agency. This authority would require a change in the 
esent administrative regulations, covering officers detailed to 
ther department or agency. 

Headquarters offices:-- While the directorate will be 

lding regular meetings at each Materiel Agency, the members will 
also spend a certain amount of time in their home offices, which, 

) Oxhibit 1, have been cesipnated as the headquarters offices. 

lle each director has the responsibility of advising his depart- 
ntal superior of the progress status of the Department of Defense 
pply System, it is considered that he must also work with the 
directors in performing his functional duties, and therefore 

is appropriate that all officers of ths directors be located 
sother. Furthermore, it is recommended that departmental persons 
arged with procedural drafting of regulations and other administra- 
s directives pertaining to supply management and to the particular 
3a3s sameted by the Department of Defense Supply Systen, have their 
fing offices located in close proximity to the Headquarters 

ices. The reason for this idea 1s because methods and procedures, 
ginating in the various Materiel Agencies, will be coordinated 

6 Directorate to achieve maximum uniformity of standard methods 


procedures. At the same time, their actions must be integrated and 
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yetailed with the departmental administration, instructions, 

lers, and regulations. The means is to locate a portion of the 
sedural drafters, who will retain their organizational identity, 
‘om the offices of the Quartermaster General, the Bureau of Supplies 
i accounts, and the Deputy Chief of Staff for Materiel (or the 
Materiel Command) with the Materiel Agency directors. In this 
» Management and coordination advice may be offered by the Army 
Pvice, the Navy Bureau, and the Air Force Materiel Command; and 
kewise the desire for uniformity of methods and procedures 

y flow into the respective departmental communications media, 

fF necessary, the Secretaries of the irmy, Navy, and Air Force may 
lrect that regulations, touching upon supply management in the 

of Department of Defense Supply System Materiel, be finally 
proved by their assistants for business administration. A note 

f caution should be indicated. The headcuarters offices should 
sist of only stenographic help and possibly three or four 
jitional staff personnel. The growth of any larger staff organi- 
tion is an action to be prevented in order that the function of 
Quartermaster, the Chief of the Bureau of Supply and Accounts, 


| the Air Materiel Command may not be engulfed. 


Possible altermatives; -~- What has been sugreested for manage- 





1% control over the various materiel agencies is frankly a compro- 
6 Of military and civilian relationships within the military 
ftablishment. Having been steeped in Navy practices, which resognize 
$6 civilian responsibility for business administrations in the go0- 
led “producer logistics” area, the writer espouses such a plan. 


fis the alternative of having direct military participation on 
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irectorate by authorizing the Quartermaster Ceneral, the 

of the Bureau of Supplies and accounts, and the Comnander, 
Materiel Coumand, to selest the military representatives as 
ntal directors on the directorate. This alternative is 
resommended because it 1s considered that a better balance of 

1 is achieved through the recommendation as set forth in 
bit 1. 
There is one other prime consideration that may evoke con- 
erable attack on the suggested plan; which is  . Directorate 
the five directors may repeat the mistakes of the Munitions 
ed in that the members may become identified with the speoial 
rests of the service they represent. The Directorate, however, 
no operating duties and responsibilities for the supply managee 
CE of any category of materiel in the proposed Department of 
9 Supply System. This danger can be obviated by an inclusive 
in the form of a charter, granted over the signature of the 
etary of Defense direct to gach Materiel Agency. Tne operational 
/ and responsibilities of the Materiel ‘Agency will now be 
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CHAPTER IV 


PROPOSED ORGANIZATION FOR AN ARMED SERVICES 
MATERIEL ACENCY 


It its not intended to prescribe a rigid organization for 


















| Materiel Agencies, but rather to suggest some organizational 

Gepts and relationships which will be found in each. The needs 

each materiel category or segment of the Depertment of Defense 

ly System will require adaptations to meet a given situation. 

or example, the Subsistence “ateriel Agency will require an organ- 

zational element to provide coordination. and control over its 

>eional marketing offices. The same functions portrayed in 

xhibit 2 will be found at any of the Yateriel Agencies, but in 

is chapter, it is intended to point out, and underscore the 

Ganizaticnal relationships of each function. 

Staffing of agency and succession to command:-- It must 

borne in minc that each Materiel Agency is jointly staffed by 

ilitary officers from each of the three departments. The assigned 

[vilians will be under civil service regulations and will be re- 

i1ited from the local Area Wage and Classification Offices. The 

r of duty of the commanding officer will be for two years, to 

}) concurrently for two fiscal years (1 July to 30 June), thus link- 

r administrative responsibility and avthority to the performance 
two budget years. The deputy will be of a different service and 

Will occupy that job for two years, and will then move upward to be- 

we the commanding officer for two years. The comptroller of the 


= 


LZation will be of the third service and will advance upward 
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two years, becoming successively, deputy and finally, command- 
officer. Training, coordination, integration, and rotation of 
jointly staffed agency will thus be accomplished. It does not 
that an officer starting as a comptroller of the agency will 
® there for a period of six yearsy, advancing through the success- 
ve stages to command. This length of duty is considered both de- 
ble and necessary to provide continuity and exper lence for the 
i of administering such an organization. It would be expected 
at.the Commanding Officer of each agency would be of the rank 
f Major-General or Rear*’Admiral. ‘Such a rank is no more than com- 
surate with the responsibilities of the size of the jobe For ex- 
ample, the subsistence agency will te responsible for buying, dis- 
fhuting and contrelling funds and materiel with expenditures for 
nsumption thereof being better than a billion dollars a year. The 
other Materiel Agencies will be only somewhat smaller in scope. 
The personnel requirements of the remaining staff and 
fivision executives, as shown on exhibit 2, will be drawn one-third 
bm each of the military departments. In the case of the Navy De- 
artment, both Warine Corps and Navy Supply Corps officers will bea 
assigned interchangeably. The Cirectcrate of the Materiel Agency 
i111 be responsible for the requisition of officers from each 
itary @epartment. 
Comments on the Staff Officers of an agency:-- As indicated 
1 exhibit 2, the Comptroller is placed as a staff officer. He is 
) fact gatherer and interpreter to the Command. He can recommend, 
cannot act. He does, however, have line responsibilities 


~~ 


over the fiscal division, which has been placed on the same level 
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. other division in order to place his functional responsibilities 
vmptrollership equally with those of the other line division 
tefs. The comptroller will have the responsibility of managing 
h the segments of the Department of Defense Stock Fund and 
yement Fund, which are allocated for carrying out the materiel 
d control function of the particular agency. He is the dollar 
to manage the financial resources, entailed in buying and dis- 
ibuting materiel, and in the operating expenses of the particular 
wey. His specific relationship will be discussed under the division 
a. comments. The Liaison Officer is also a staff officer to 
sure the ottention of timely planning infcrmation from the Depart- 
Feadquarters Offices. In short, this staff officer is a 
ird dog retriever," and based on experience of Navy Supply Demand 
trol Points, he is highly essential. He bears one other function, 
at of the commancing officer's representative in visiting field 
pply activities to report back problems in connection with the 
tribution of materiel or the accounting, therefore a liaison 
tact man, if you will. The legal counsel is necessary for legal 
tters in regard to procurement controls. The management engineer 
the organization and methods man responsible for devising, imn- 
ing the internal methods and procedures by which the materiel 
y will function. 
Comments on division office relationships:-- The Fiscal 
Sion office includes a Planning Pranch which will have consider- 
® relationships with the Propram Coordination Branch of the Stock 
Division. The former will have the responsibility of 


ne the dollar tag on the planning information received by the 
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cy from the three military departments. The latter will place 

) quantities —_ on amounts of materiel necessary to consummate 
lan. it will probably be necessary to utilize a committee to 
anc disseminate bits of planning information necessary for 

he operations of the other divisions. The budget Branch will be 
ponsible for the formulation, preparation and execution of the 
icy's operating budget under the management fund as well as the 
yparation of budget reports for higher authority. The Statistics 
ports “ranch is responsible for statistical interpretation of class 
lance reports rendered by the fiscal supply “activities, and for 
ye preparation and interpretation of all feneral statistical data. 
3 accounting for the supply system materiel and the agency opere- 
will te handled by the Stock, and Nanagement Fund franches 
pectively. The Audit Branch is a very small activity to perform 
internal audit of the activity; and whenever the agency is prof- 
@invitations by the Army, Navy, or Air FPorce departmental in- 
2ctors, who may conduct inspections at Gett mm pecties field 
ivities, which stock the agency materiel, tne Avdit !ranch staff 
11 join with the inspector's forces in making the inspection. 

te the Fiscal Division has control over the dollar value of the 
ck fund, the Stock Control Division has the responsibility over 
16 quantity control of materiel. Fased upon stock status reports 

n the field and knowledge of Plans, it will conduct the supply- 

d review for each supply item, in order to determine how much is 
ailable, and how much needs to be bought. The Requirements Rranch 
1 Compute the individual item requirements and the Distributions 
h will determine the distribution needs of when and where 


eriel will be used. The Disposal Branch, under Federal or 
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pment of Defense disposal regulations, will dispose of damaged, 
lescent or excess materiel. The Prograns Coordination Branch 
ensure that plans received by the Agency are properly imple- 
ed; that special progress requirements of new outfittings or 
nissioning sre provided for; that, based on space reports from 

d activities, there is a well-balanced utilization of space 

—_ to the materiel under thse control of the agency; that stock 
reports are regularly scheduled to provide an evenly balanced 
k load for the agency; and that field activities are provided 

h planning information as well as knowledke of expected deliveries 
m commercial contractors. 

The Technical Division will have the responsibility in 
Lilaboration with the Supply Management Agencies of the Department 
‘Defense, for specifying standards ana specification according 

the needs of the consuming units of all military departments. 

E the least of all functions is the compilation and publication 

a catalog to inform the consuming units the technical data of 
number, ard description which will be used by them in re- 
[sitioning the materiel and will be used as the supply item 
mtification in all supply operations by the field and Materiel 
by. Further, instructions will be published in the catalog as 
issue restrictions or as to obtertion of an item by local pur- 

ase means. There is one comment that mist be made. Catalog data 

23 been originated for use in supply operations by catalogers. When 
@ data thus developed by the catalogers is not adaptable in supply 
‘ations, it should be made adaptable in order that it may be 


iciently used. An example of adaptation needed is found in 
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1ce supply operations where for all purposes of financial 


} 


operating control, only two classes are necessary: perishable 

on-perishable, rather than the ten classes presently specified 

tse. One important function of the Cutalog Hranch will be to 

; the standard unit price for each item of supply, for this 

Gard price will be used in all accounting transactions while 

@ materiel is in the system. These prices will have been developed 

the Stock Fund fPranch in collaboration with the Requirements Branch. 
Tne Purchase Division will take the total quantity and 

specified in a requisition by the Requirements Branch, and 

rehase in accordance with the Armed Services Procurement Repula- 

we. They will be responsible for all dealings with contractors, 

luding contract administration and the control of contract 

tus reports. One of the most irportant functions of the Purchase 

Vision will be to make referrals to the Technical Division in 

to approval or disapproval of deviations under specifications 

A standards. Another function is to make referrals to the Stock 

vision for concurrence, in regard to timely appropriateness to 

r the market for total or only part of the cited demands. By 

ing the technical and stock control divisions close at hand, 

rect judgment decisions can be quickly resolved. The lack of 

geh technical and stock control integra tion has been one of the 


itest defects to the successful operation of single service pur- 
1 


2 assignments and agencies. A separate unit of the Purchase 





lvunitions Roards, Condensation; "Single Department Procure- 
of Paint," Harvard University, Graduate School of fusiness A@- 
‘stration, August 1951, Conclusion 9, pe 20. 
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will be responsible for industrial mobilization planning. 
The Machine Records Division will be responsible for per- 


ng all functions of the Agency as are adaptable to electric 













iting machines, including stock status reports and the ac- 

ing under the a took and management funds. The Administrative 

e Division will be responsible for personnel, office ser- 

| of mail, file, and records, communication and cther utilities, 
-_pewent procurement, maintenance anc control, and office rent, 

sp end repairs. 

Cnly tne major functions of a Yateriel Agency have been 
leated. All will be found in any of the Materiel Agencies, some 
hasized in importance, and others deemphasized. Some Agencies 

1 require different organizational units to meet the special 
ting functions and needs of the materiel. in reneral, exhibit 2 
ays the organizational character of a Materiel Agency in the 


irtment of Defense Supply System. 
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CHAPTER V 
ED SERVICES MATERIEY, AGENCIES 





















WITH EXISTING DEPARTMENTAL ORGANIZATIONS 


Slationships of Materiel igencies with field stocking 


vities:-- Armed Services Materiel Agencies are essentially | 


fe) control points, managing, from a dollars and unit quanti- 
standpoint, the inventories of the various categories of 

sriel in the Degax aint of Defense Supply System. The agencies 

5 control the workload of the stocking activities in the field; 
ig workload is controlled by the respective Cepartmental plans; the 
of men, posts, cunmps and stations, bases, airplanes, ships 

| divisions which will be operated during a fiscal year. These 
tary plans are translated into budget terms and are approved, 

Jed or modified, as the Congress appropriates funds to enable the 
to be carried out. Stocking activities of the three departe 
bs, be they depots, supply warehouses or small. shop stores, (the 
vOirs in the pipeline of supply) are peorgraphically located, as 
riel supporting activities, to effect either a wholesale or ree 
distribution service to the consuming units. These stocking ac- 
ies are there to satisfy their customers! needs which have already 
iuage tea for. These needs are included in the personnel or main- 
we and operating appropriations of tue departments. So,too, ine 
ded in the same budget and often under the sane types of appropria- 
28, are the operating expenses of stocking facilities in performing 


fir supply mission of issuing required materiel to the consuming mits. 


There is, therefore, no cogent reason to shift the management 
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| responsibility of the Quartermaster General, the Chief of the 
vu of Supplies and Accounts, and the Air Materiel Commander over 


ir respective stocking activities. They will, therefore, continue 
















budget for the money needs of their supply depots and provide them 

h operating funds from approved appropriations, approve their per- 
nel ceilings, and be furnished in turn with management reports con- 

srning the effectiveness of their physical handlings of materiel. 

is management control re tet-tomehtp 1s showvm in Exhibit 3. The tech- 

ical control of the methods and procedures by which the Department of 

efense specified materiel will be accounted for by dollars, and by 

quantities, is Su rvertersd into the hands of the appropriate Department 

f Defense Materiel azenes. This is divided sontrol, you say. Yes, 

it 1s, but not dangerously so. It must be remembered that these 

cking activities have been generally located so. as to best serve 

he military units of its service witn materiel requirements. Re- 

ardless of how the Secretary of Defense specifies the materiel shall 


controlled and accounted for, the consuming units are going to ree 


363! their materiel nesds and are going to get them; andthe speci- 
16d procedures of a Materiel Agensy are not soing to interfere one iota 
[Insteii, there is avery expectation that the customer's wants will be 
ptter satisfied, at least in the Navy experience with its supply 

is any criterion. The technical vated ed aiitionacnd are 


in Exhibit 3 as well as the command control responsibilities. 








Technical control over stock and accounting control proced- 
res Wil? remain within the departments for all materiel excluded 

i the Department of Defense Supply System. 

2 

See pe. 29 for the technical control functions. 







14 se tetse set <terucwo vetsemogesutl aid Te x#nr tudo 
onan na oh cow bn el 

atdate .wyntmends JLT he tert ke ae 
ebrow, 2D giige® thay aletd Je teem yeewe ait 
Sfadt weerms itenteitopenepy BecoTege R77 sth onl 
: epaquet, foerneres eer S0le omer nt héAcdeten ae One eye ‘Tile 
‘ febvpdae To he hoes Feeltettg sheds ts qoawrlSieNe | oo 
apt eur) 6 Jidizes? of reper oamenhanl re fordmus twee Jt 


10 demas on’ ag expire wl beeORepote mp eBerase at 0 wat 


ev Sas . 2 Teh wh vet GetewP=se & rein tetnedie esitt 
al - 


— ore | yee “we ae ee oO berets et , bets. 


pear act lowe sneaete «ft olat ” tees Tebeetat 












7 































‘ 


; eseur wh (eres OF JeUP a 64o8 tirnotsunal a 71K 
_ aT. joms oc ke regesol ¢ilevanr§ Se8o tTRO jatdtvidde 


—_g) .tfgcmettepos bebvede® (pee ectevee off SO edton Te 


Liste ferretet #04 eertiuads sereTsO to Tiedessal act we to 


=> ef pling oY tein imme ¢ 2 #0" fedaweae tee Gelian 


jokes, St te peel toy chose eve Soe ahow Letyedae sles 8 
fo) aoe Bre Ott) Fe Th ‘on “Sa > 
wi ire ong © e'i4 mere 


= *fqous ® i, ,nowekaegae Tt 
rertmiosy atl 4 sadbpegiqo gre 


<- ee (ied a0 6 fictixe 


‘Absgzer & Io PeThe 


ot] Tera we Se%peurre ere ef wsmd « 
» ats gt eben oe batielyae 4 


= 


gue entfare iinfee ict ‘ 
_ eg te tepesee Crete) “auaeere 
sneer 


2 Ce IO A A 
—paseeg [etn $0) meer. hr, bade es Vers forrmes pareetee = 
ee a taetivenst ocd rites claner: STSws 


Babyiero iereter [%s 
‘esow lh Wier esrete? Tes 
i" 
peci sere’ TVR coc rezteace! amt Det 7 4 wet 


CS61 ATW I 


TIOULNOD TVYOINHOGL = = = 


‘TOULNOD 
NOLLVNIGUOOD 2? LNGAZOVNVA Gs 


TOULNOD GNVAWO) —— 
QN3937 













SSILIAILOY A1ddNS 
Q13I14 G3ILVNSIS3IO 
AWYV JO 1d30 





S3ILIAILOV A1ddNS 
Q13I3 GILVNSISIG 
AAVN JO 1d30 


S3ILIAILOV AWddNS 
013143 G3LVN9IS30 









39Y4045 YIV JO 1d30 





| 
L———— ——~———— —-+——————-—-~-—-——- 


ONVWAWOD 
aqni3lgd 
AWYV 








ONVWWOO 
ag13I4 
AAVN 


ONVAWWOO 


a13I4 | 
| 
| 









39u04 YIV 














ADNIOV 


T3AIW3LVA 
SADIAY3S GINYV 





AINISDV 
TAINS LVAW 
SADIANSS AGAIWYV 








ee ee, ------- 


c—-—--- CEE 


ro 









AIN3SV TSIN3LVN 
S39DIAU3SS GIWYV 
J3iVY¥OLI3AYIA 





AON39V TWIYSLVAW 


S3SDIAYN3S G3SWYV 
JLVYHOLOAYIC 





SIIAN|SS “HOSL 





‘OWS T3IN3SLVW YIV Nnv3yns 






AAVN JO ‘1d30 AWYV JO 1d30 






J39Y04 YIV JO 1d30 






SNOILVZINVOYO AWLNIWLYVddd ONILSIX] OLN 
SJIINJIOW «=TWIYILWW SADIANIS G3IWYV JO NOILVYOILNI GdaISOdOUd 


€ LIGQIHxKa 





o15-< 


It should be remembered that procedures, emanating from the 
nical control responsibilities of a Materiel Agency, will find 



















Pp way into the department supply regulations issuei by the appropri- 
military department official, and will be followed by the service 
king activity as he would follow any other service regulation.This 
ee g0es a long way to achieve desired, uniform procedures. The 
riel Agencies will have no control over these stocking facilities, 
only control of tne materiel dollar-wise and quantity wise. The 
ncies’ job is to pump the materiel needed by the military units, 
the transportation system into the reservoirs, tne stocking 
flities. The avencies merely respond to the military plans and the 
iting development of the military consuming units. In order to 
pond to materiel needs of the services, the Vateriel Agency will 

y knowledge of the total departmental vlans as to deployment of 

ps, ships, aviation sovadrons, etc., ani it will have the same 
ming knowledge on the weogranhic area basis. It further will have 
ledee fron sach stocking activity of stock status information, 

at is of the stocks on hand, issued, obligated, and to be received, 
porting stocking activity is one of sufficient size from the 
ipoint of average stock loads carried, as to make it worth while 

be included in the reporting system. Perhaps one Materiel Arency 
Specify that a stocking activity, having a million dollars of in- 
ry, should be in the stock reporting system. Another materiel 

sy May not want to include in its stock reporting system any activity 
than five millions of dollars. The decision sust remain 


hands of the Materiel Agency, probably based on the number of 
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esale and large retail distribution outlets necessury to provide 
ks for customer needs. 

Geographic distribution on an area basis;-=- Each wholesale 
ly activity, the supply depots for the common-use materiel as 
sified, will furnish required materiel to all service consuming 
located in its specified peographic area. Each supply depot 

l have its supply support mission, that is the activities to whom 
1i11 issue materiel, specified by the approprate YVateriel Agency. 
> @Xample, the Naval Supply Center, Norfolk, Va., under the manage- 
Mt control of the Sureau of Supplies and Accounts of the Navy, 

12 be responsible for issuing within the Norfolk area all sube 
‘terce to 4rmy and Air Force consuming units, us well as its 

ently assigned issuing mission for Naval activities. To carry 
concept one step further, all military activities in the Norfolk 
a would receive their medical supply support from perhaps the army 
tt at Belle Meade, New Jersey, under a support mission established 
Armed Services Nedical Materiel Agency. In this latter case, 
) Waval 3upply Center, Norfolk, Vae might become a retail outlet 

2 for certain small stocks of a few specified medical supply 

is in order to furnish quick supply support to Navy ships. But 
such secondary support mission would be designated by the 

i Services Medical Materiel Agency. 

Materiel control ani movement:-- Exhibit 4 has diagrammatically 
syed how the materiel] will be controlled from a quantity and 


fund standpoint. Procurement contracts will be issued by the 
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lal Agency to a manufacturer, processor or supplier who in 

will report back the compliance under the schedule of deliveries. 
fication of expected delivery of materiel to a stozking activity 
1 have been made by the Materiel Agency at the tite of the con- 

so that final notification will be of the delivery date. 

s¢ the materiel is veing procured under the available cash balance 
Department of Defense Stock Fund, held by the Wateriel Agency 
ler an apportionment by the Comptroller of the Department of De- 
19e@, it will be necessary for the Materiel aAgensy to allocate 
igating authority to each recipient stocking activity, who will 
give a portion of materiel under the Materiel igency's contract. 

1 receipt of materiel and payment of the contractor's Lion, vy 
lic voucher, the materie] is taken up in the Department of Defense 
sk Fund. 

Each first recipient of materiel from a contractor will 
erally be in the stock reporting system, by which stock informa- 

n is reported back to the Vateriel Agency. It is by this stock 
data (materiel on han, replenishable issue, nonreplenishable 
obligations and expe:>ted indete! os well as other planning 
that the Materiel Agensy ding be able to compute realistic ree 
ts, procure and distribute the materiel through the systom. 


"rsporting of stock status information ts inilcuted in Exhibit 4. 





; Certain Materiel Agencies may require acditional data, such 
Juantity of reparable items on hand. 
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tines rather than specify contractor delivery to a certain stocking © 
Stock status data will indicate that there is sufficient 

on hand, and pete, none will be deliverei under a cone 

Instead, one stocking activity having more than enough will 

arected to ship part of its stock of certain items to another Shane | 

activity to f111 the latter's materiel needs. This is the process 

Gistribution. If pluns are adhered to and mistakes are not made 

he Yateriel Agency, no redistribution should be necessary: situa- 

) arise, however, causing the shifting of military forces, and 

sSitating the unanticipated movement of materiel into another 

Paphic area. Since siich redistributions use up Zepartmental 

sportation appropriations, the directorate of the Yateriel agencies 

1d examine critically each redistribution action to see whether 

ateriel agency was at fmult, and wnether such istake can be core 

for the future. But no matter how perfect the operations of 

teriel Agency, Some redistribution will occur by changing military 

S, beyond its control. Therefore, each department must reserve 

Small amounts of its transportations avpropriuation for allo- 

on anid use by the Materiel agency. The reporting schedule stock 

3 data is specified by the Materiel agency, calling for certain 

38S, nares of itens or other zroupines to be reported on a definitely 

lished tims basis. 

The materiel will then be issued to retatl activities based 

Sqeisitions furnished by them. The materiel will be transferred 

| Department of Defense Stork Fund and stay there until it is 

a4 to the consuming units based for support on the retail activity. 


is the enunciated objective of the: Department of Defense Comp- 
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ler. The Navy will be immediately able to comply with the ob- 
ve, for it is exactly whut the Navy now does. Both the Army 


Air Force can follow out the objective, but only on a progres- 



























sis. 3ut with aid fron the Materiel agency, and Navy “know- 
, the objective can probably be achieved at a faster rate under 
} proposed Department of Defense Supply System consept. The idea 
objective is to place materiel costs of operations on an accrual 
%, so that annual experses, at least for the common-nse items, 
2 exactly match annul budpfet needs. This point will be expanded 

je following chapter. Thus, materiel will be carried in the stock 
} Wntil issved for use, at which time it is charged against the 
POwriate departmertal annual appropriation. 
The wholesale stocking activity will transfer materiel in 
stock fund to the accountable supply officer in accordance with 
tities specified in the requisition. The designated wholesale 
activity will o@ll for the requisitions on a scheduled basis 
"Will have a redistribution and dispos#l function over the retail 
SMing activities. When a retail supply activity has an imbalance 
sSriel for certain items, it will report this fact to the whole- 
| @epot, who will be authorized to redistribute the iteus among 
Br stocking activities for which it is respontible, or order the 
returned to its control. Tikewise, the dapot will have authority 
Srsee the disposal of materiel unéver avthority selecated by the 
fel Agency. 
A 


Department of Defense Comptroller, Proposed Stock Fund 
lutions, latest edition, December 1952. 
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oints of criticism of area distribution:;—-~ 


















eoncept of area distribution, proposed herein, accomplishes cross-~- 
cing which has heen an often repeated objective of Department 
ense Unification. The question will probably arise as to 
arming a distribution mission for another servise other than 
ve whose costs of the servicing is presently being included in 
wn departmental budget. The answer to the critics is that the 
Ff, Navy, or Air Forces presently budset their supply services on 
basis of tons handled throveh the distribution pipeline, and 
1 continue to do so regardless of whether 5, 10, or 15 percent 
tons handled ultimately end up being consumed by a sister 
ice. The second major criticism may arise from fears of 
ritism. in materiel being issued to retall stocking activities of 
me service as the wholesaler. The answer is that the materiel 
indsr the stock fund ani belongs to no service until ismed for 
liute consumption, Ordinarily in the conmon-use area, rationing 
1 be unnecessary, except in very unusual cases, and pernaps only 
tarily for a few iters of supply. Ths cause will be a mistake 
3 by the Materiel Agency, or by a sudden urgency, such as the oute 
k of the Korean War, when materiel was rzonserved, and flowed to the 
70ast distribution points, earmarked for overseas issue. In any 
b, under the system contemplated, should a rationinz need arise, 
ateriel Agency could establish any and all types of priorities, 
lon requests from the individual department or the Joint Chiefs 
ff. The third aajor criticism will probably cone from those 
iré unfamiliar with the workings of the stock fund and who Jo not 
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lestr y of having all common-use materiel carried 
pr the = of Defense Stock Fund, which 
of the next chante: 








CHAPTSF VI 


ACCOUNTING CONTROL OF VATERIEL BY USE OF A 
DEPARTMENT OF DEFENSE STOCK FUND 






















Nature of the Department of Defense £tock Fund:-- All 

lel in the Department of Defense Supply System will be held 

ne Department of Defense Stock Fund until issued for usee The 

is of a revolving type in that it is charged with the cost of 

ftores procured and credited with the value of all issues or 

, made from the fund. The reason for using a fund is contained 

the following statement’ made by the Navy to the House and Senate 

oprtations Comtittees in Decenber of 1951: “If a common-use 

lwere paid for at the time of purchase with the many different 

fopriations and distributed with them in mind, requiring the 
taining of financial differentiation all along the lines, the 

Of procurement, distribution, accounting, stock control ware- 
ng, etc., would be markedly mentee That statement 

mizeS the situation of supply of common-use items among the 

military departments. If it has no other result, the use of 

SHould cut = costs of performing the service functions 
med above. AS a working capital fund, the cash of the Depart- 

f Defense Stock Fund will be used to buy stores of materiel 

will be “sold” to the using activities of the Department of 

e who will use their authorized appropriations to pay for the 


hich are drawn only for actual consumption. In effect, the 


_ imme Navy Stock Fund and How It Works," Monthly Yews- 
Bureau of Supplies and Accounts, Navy Dept., May 1952, p.- ll. 
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» Navy, and Air Force consuming activities are on a consumption 
t, in so far as their maintenance and operation appropriations 

concerned, and only material which will be used, within the 

year will be “bought." The ability to perform accrual ac~ 

ting is thus made available to the Army and Air Force in the 

fe way that the Navy now accrues such materiel expenses. In 

of buying materiel which will not be used except in succeeding 

Sal years, the military depertments will use their maintenance 

1 eperation appropriations for materiel which is used during the 

cal years. 


The establishment of a Department of Defense Stock Fund:--~ 
> National Security Act, as amended in 1949, provides in Section 


b Por.” 


---the business type operations of activities in the De- 
partment of Defense which most readily lend themselves to 
such arrangement. The section covers inventories of stores, 
Supplies, materiel, and equipment (known: as stcck funds)--- 
In gach instance, the stores, supplies, materiels, and equip- 
ment included in such inventcries---are these wnich the 
Secretary of Defense may designate. Initially, items in 
inventories would be standard stock cr common-use items. 
This section is not intended to require that all items 
stocked by the military services would be included in 

thts type of inventory. 


405 constitutes a dirsctive to the Secretary of the Treasury 
lonor the request of the Secretary of Defense to establish the 
king capital fund accounts on the books of the Treasury Depart- 
Section 405 (d) states:” 

The Secretary of Defense is authorized to provide 
Capital fcr such working-capital funds by capitalizing in- 


Wentorieg on yhand and with the approval of the President, 
by transfer, until December 31, 1954, from unexpendéd 





eHarry M. DeWitt, Jr., Comptrollership in the Armed 
» Institute of Engineering, Washington, D. C., May 1952, p. 56. 


Satie IV, Public 216, Slst Congress, lst Session. 
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a’ es of any appropriations of the military departments not 
same port to the surplus fund of the Treasury: PROVIDSD, that no 
deficiency shall be incurred in any such appropriations as a 
result of any such transfer--" 

























; is interesting to note that Spelled out in the law, enacted by 
yress is practically the swne as proposed in this paper. The es- 
Sei almont of a single Department of Defense Stock Fund is thus 
within the maithonaky of the Secretary of Defense. It would be exe 
ected that as a matter of good relations, the louse and Senate @p- 
ropriations anc irmed Services would be consulted before the fund 
initiated. The Veauty of the establishment of the Stock Fund “in 
equire neither authorizing legislation nor any aupmenting appro- 
rliations. The inventories of existing jJepvartmentsai stocks of come 
wn=use items will be taken up ani capitalized into a fund account 

( the Department of Defense Stock Fund. The cash account will be 
ugmented by transfers from the cash account of the existing Navy 
tock Fund and from appropriations of the army und #1ir Force. all 

k© up Of such inventories should be withovt reist:rsement to ap- 
ropriation or fund, Secause any on hand inventories at the be ginning 
“4 fiscal year have been acoumd lated by prior year appropriations, 
, since the intent of the stock fund is to place appropriation 
xpenses in a current budget basis, no reimbursement can be allowed 
without defeating that objective. Also, for the same reason of cure 
@ncy of the budget, the Department of Defense Stock Fund or any 

pment thereof shoulc begin at the commencement of a fiscal year. 

Tt is estimated that there are at present in the Wilitary Depart- 
mts common-use items, having a value of over four billions of 
bllars, susceptible to capitalization in a Department of Defense 
«Fund. It is well knorm that Congress has severely criticized 


2 Military for maintaining large inventories of materiel. Whether 
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mything can be done to reduce the stock levels, at least in the 


3 use area, aWaits a consolidation under the Department of 


Defense Stock Fund with a breakdown by Materiel cutezory seguent. 





Control of the Stock Fund Gash Account:-- The Department | 
Defense Comptroller will have general administrative super-= 
vision over the stock fund. As cash credits are received into the 
h account from charges to appropriations on issue of materiel, 
the Comptroller will apportion cash amounts to each Materiel 
agency as obligational authority, permitting each to make contracts 
to obtain materiel. Eash Nateriel Agency becomes, in effect, a 
program manager for the cash resources of the fund, as received. 
In turn, each project matiager(the Materiel agency) will allocate 
these cash resources to the prime recipient of materiel, direct 
from the contractor. The allocations, obligation, and control of 
tte cash accounts is shown in Exhibit 5. As the materiel is re- 
ceived, the bill is paid, the cash account allocation is charged 
wee the stock fund stores account is credite2d. Stutus reports of 
ome cash account will be rendsred by tne stoskhing activities to 
“each fateriel Agency, ami each Agency will report to the Office of 
Becretary of Defense, souptroller, the sash available, obligated, 

id expeniitures aruinst tht eash of the stock fund. The above pro-~ 
sess is a brief description of the fiscal accounting. 

Control of the Stock Fund Account;:-- ifter materiel is 
akon up in the fund stock account, a monthly report, called a 
stores return, will Se rondered by every accountable officer having 
| Malance of unexpended stock fund materiel on hand. The stores re- 
is actually a documentation of all receipt and expenditure in- 
pices of materiel as wall as all internal transfers. The proposal 


this paper calls for a11 stores returns to be forwarded to the 
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Regional Accounting 
nate in en army, Navy or dir Force stocking activity. Since the 
Bavy has had a tremenious amount of experience in performing the 
Jiting and reconciliation of stores under the stock find, it is 
Deel eal to gall upon the Navy Regional Accounting Offices to per- 
the work of consolitation of accounting uniter the Department 

> Defense Stock Fund. The additional cost involved in this extra 
work can be equitably adjusted in the payments of changes for the 
guency operations unier the Department of Defense Yanagement Fund 
tis covered in Chapter “a Wnile the flow of the stores returns 
aries is not shown on Exhibit 5, it woul’ be expected that 
respective Navy Regional accounts Offices wouli make consoli- 
lated summary reports of the stores balance sheets to the office 

of Secretary of Defense Comptroller. He woul’ thus receive data 

f the total money balance of inventories in the stock fund. 

Each svew¥ing actlvity would also render via the Navy 
Regional Sccounts Offices a balance sheet breakdown by the materiel 
terorios, or inventory segment, according to the program manage p 
(the Wateriel agency) ecnarrei with inventory control responsibility. 
This vreakdown would be undocumented, but woul be class totals for 
segment. This breakdown is easily accomplishneil because each 
stock item in the Depurtient of Tefense Stocl: Fund would have a 
aésignating symbol on the front of the stock number. All dollar 
accounting of that stock item and of tne other items of a class 


= 


wil be accumulated and run through a class balance section of the 


upply office. Each month the class balance sheet total dy segment 


4 
See Chapter VII,p.62 
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3, balanced with the stores return balmce sheet, will be 
red to the Navy Regional Accounts Offices for consolidation 
























d forwarding to the appropriate Materiel Agency. The agency is 
13 provided with financial information of the segment of the 

k Fund for which it is the program manager. This type of 

can also be correlated to the stock status data reported to 
she Wateriel Arency. 

Exhibit 5 shows for simplicity purposes, the expendi- 
charges against the respective departmentsul appropriations 
being reported direct to the military department comptrollers. 
Probably a better plan would call for the appropriations charges, 
documented in the stores returns of each stocking activity, to 
be summarized and forwarded by the Navy Rezional Accounts Offices. 
In either event, a reconciliation should be effected by tne Office 
of Secretary of Defense, Comptroller, of all charrves ani credit to 
Department of Defenses Stock Fund, both as a fsrand total md 
by the inventory segment. 

To the uninitiated, the flow of accountine auta and scon- 
trol of the Department of Defense Stock Fund by accounting means, 
seem complex and cumbersome showsver,be assured that it is necese 
and desirable for financial control of inventory management by 
top administrators. It is possible,further,that the accounting 
lata accumulated can be improved by orienting the fidelity aspects | 


) 
of accounting control to those aspects of administrative property ac. 


) 
unting.Besides the result of better financial manavement of the 
tock fund inventories,it will be possible to give the congress each 
fear: a business-like financial balance sheet on a comparative basis 
ith a breakdown into assets of cash,accounts receivabls,and invene 
— liabilities of accounts payable,ressrves,and sapitalizae 


~All --y fundgand also an income and expense statement.All state- 
be completely documented by supporting financial ae maa 
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CHAPTER VII 
A DEPARTMENT OF DEFENSE MANAGEMENT FUND 
FOR OPERATION OF METERIET, AGENCIES 


thority for neagement fund:- 48 wa have recornized, 





















the Secretary of Defense has authority to establish a Department of 

Jefense Stock Fund, bet it is avestionable that he has the power 
nder Section 406 of the Mational Security Act tmendment of 1949 

bo establish a Wanarement fund for the expenses involved in the 
peration of the Materiel Agencies. Section 406, Title IV of the 

ational Security act proviies; 

(1) Accounts for the individual operations to be financed 
under the -- management funds shall be established only upon 
approval by the Secretary of Defense. 

(2) Sxpenditures may be made from said management funds 
under such regulations as may be prescribed by the Secretary 
of Defense. 

Value of a management fund to provide a Seans for simplifying 
Miinistration of financial operations to te financed by three dif- 

ferent appropriations, wierein expenditures cannot be readily allo- 
ted to such appropriations initially,has already “een recognized 

the Munitions Z3o0ard staff study of a that study 

yontemplates using the management funds for all servicing expenses 

arising from the control,as well as the physical receipt, storage 

wma issue of materiel,this paper proposes using a Department of Dew 

> Wanagement Fund only for the expenses entailei in operating ths 

‘teriel Agencies. Accountins for all expenses of supply services fa 


teriel in the common-use area under one munagement funi would ene 


mazl a complex accounting syste® which could cut across the manage- 


1 
Ope cit., p15 
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+ ' 
control of the departmental stocking activities, and would, 
- 


_the opinion of the writer, furnish no more management data to 





ne departments that is now being furnishe?. Therefore a single 
nent fund for operating only the Materiel Awencies is pro- 
ed in this paper. 

How the fund will works- The assistant Secretary of De- 
fense Comptroller will be cnarged with the over-all control of the 


ement fund uncer regnlations apwroved by the Secretary of De- 
: 2 
mse. At the time the Materiel Agencies begin operations (1 July 


of a new fiseal year) the comptroller will allocate an allotment of 
under the manas@m@ent fund, to each Vateriel agency. The initial 
sh will be provided by transfer from the departmental appropria- 
tions concerned with payments of supply services. Jn the case of 
the Navy, the appropriation is: "Service-wide Supply and Finance.” 
aS We have seen, the Secretary of Defense has the authority until 
jl December 1954, to @irect such transfers when they are for pure 
ses of revolving and management funds. The ¥Yateriel agency will 
the cash so provided by the 0S D Comptroller, to pay for per- 
anne] services, utilities, rent, repairs, maintenance and such 
@ther services involved in the operating of the agency. Periodi- 
milly, perhaps once a quarter or half year, but depen*ing on the 
odligational needs for funds by the agency,the departments wibl 
Sharpe their respective appropriations and credit the Department of 
efense Management Fund. The basis for such charges an3 credits 


WJ be the percentace issues received by a department during the 





Regulations covering the operations of Vanagement Funds 
the Department of Defense, Office of Secretary of Defense, 










who «anit ting 

Pea te omer OF Kat , 
owl? ane a0 — wore anos § 
om Oe! tomy fear ot tie 921 26T8uD ‘ a baie 
- ‘ oe 





























aan i 


minh 8 PANNA OE epine DE De Sam ath plow’ 
7 ite ote ote ferreer OF ihe <ELEeRPNS © 
E40 Witwer “> er cmt te ee sachin Nant _ 
WE fj weteteoows steer relsctek [pede a> anf ott sh 








ire ca trnent he Ste Sheet Sey feebe 2e26T7 a 


pam ow oor (A* eat ear of sae pow iao er et wtf ¢ckoe tT 
ot ee vet ce leeerd ch Seatreng Mf firs 
- 


we ~~ 'e) ee lleem Gime 5 94° maw, et iew 3 tee HOTT: 
pire at fom Tru etleeee*vaek’ :7) wei pit Reus wh cer & 
(ary vlad WOT ead eet “ly ersretene ot pce wv el be 
tt of ec: ot’ meetin Omar? hee suet lh? oF borer ~sceeaet © 
rr in tee TigL - ,~hh Jeaeesare —_ eke 10 
. ve. ge Ae bh rree@y wt Sabiverwy os pan cy i! 
goaw +) wo = alle ettiver . fore ,ealsigtto ,esolvies Jem . 
= = oat . nryerers ali nl Cepterat seolvcere 
. — 
vv ites teee Thee 1O Tedtay7 & Sono wwtess Uist 
L209 +f orn. rhs a ait wo amen =) sheer recom es} He 
ve CO "ht. amy (Te*r gore, f Sei Jv eqers «lon? wa 
eat ery i oF ae ery aus jomeeycina™ aner ° 


' tee deoes cones Fahd TEN TOS eis po ryis 
- : 


> ite LL. 
wt Stee f 7 con 


i  ————— — 


nl jomepegal P42 Coser OF RlasrToo pant efaaet 
oe som? rE | Pha tad te 35 es ee 


























ated period. For example, if the army received for consumption, 
| percent of all medical materiel issved during a qarter, it | 
wld be charged for 40 percent of the costs of operating the | 
9a Services Medical Materiel Agency. Probably the charges against 
departmental appropriation wouli be a little more than cost in 
sr to build up the 2ash portion of the Ganagenent fund to the | 
oint that there was no qnestion of over-obligation during the lag 
between payment for services and receipt of fun¢s, for reasons of 
plification the operating expenses of the several wateriel Agen- 
cies will be totalled spthat only one periotdic payment to the 
tawamenent fund by each military department should be necessary. It 
rill be recalled that the Mavy Regional Accounts Offices ig performe- 
ing@ an accounting service for the other two Jepartments. The addi- 
tional costs involved can be accumulated and subtracted from the 

ay's quota snare of total expenses of the Yateriel Arencies. 
sccountin® control of the Department of Defense Mansrement 
und:-- Exhibit 6 portrays the reporting of expenses of operation by 
Ge Materiel Agency to the three military depurtmsnts, the Agenciest 
ctorate, and to the 0.5.). Comptroller. it will be recalled 

shat doth the stores returns and expenditures reports from all field 
Cocking activities furnish data as to dollar amounts of materiel 
esu0 1 for consumption a@ainst each department's appropriations. 
Harefore, the basis for applying the percentage stare of expense 
'the Materiel Agency has been established. Not sliown on the chart, 
tme payment in one total sum by the military departnents to the 


2M. Comptroller. ff én turn, will advance cush funds to each Mat- 


21 4mency, based on its approved budvet of planned operations for 
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: It should ve ouickly apparent that since the three mili- ; 
ants will wltimately bear the expenses of the Nateriel 
Incy, they also have a real interest in the efficiency and economy 

operation. They, therefore, through their service director, 

11 be an influence in Sakin@® each Yaterilel agency operate as 
onomically as possible. 4:8 a rough, but conservative guess, 

it is estimated that the averare cost of a Yateriel Agency will 

be about two million dollars a year. Any unusual expenses will 
rtainly be scrutinized by the Directorate ani by tne 0.5.D. Compe 
troller each year. Tue Latter will makes published financial state- 
nts of operations by the Wateriel isencies to tke Jongress of the 
Wiited States. 


Before the Department of Tefense Management Fund can be 


ee _ 


established, it is probable that authorizing legislation will have 

> 06 passed by Congress. Of all the proposals made in this paper, 
ly the use of the Department of Defense Nanagement Fund is not | 
Within the power of the Secretary of Defense. While one of the 
Partmental Management Funds could be used for this purpose, it 

is probably best for prestige reasons to establish a Department of 
Tefense Nanagement Fund to finance the operations of the Materiel 


T cles. 
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Owens, R.N., Management of Industrial Enterprises 
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Department of Defense and General Services Administration, 
Distribution 3urvey of certain Selected Tivilian Type 
vommon=Use emus, pt. Lyne, 


DeTitt, HeWe IL y omptrollership in the Armed Forces, In- 
stitute of Sngingering, Bash., D.c., May 1952. 


Munitions Board Staff, Restricted Draft, Report on Depart. 
ment of Defense Subsistence Supply Systeus, 5 Feb. Ost 


Restricted Draft, Staff Study of the Military Medical 
upply Systems, 6 Yeb. 1955.%# 


Mobilization inulysis ‘enter, Harvard Graduate School of 


Business Administration, jingle Cepurtment [rocurenent of 
Paint, Munitions 2oard sondersation, sup. 1951 








f. S. Commission on Urganization of the Executive Pransh of 


the Government (Hoover Commission) Federal Supply Manage- 
ment, G.FoO0. HaSh., DsC., Jan 1949. 


VW. 3. Congress, committee on Expenditures in the Executive 
Department, Federal Supply Manazenent, House Report No.658, 
Bend. Cong. lst. Sess. 








Committee on Expenditures in the txecutive Department, 


Federal Supply Management, House Rerort No. 1994, 82nd. 
Cong. ond.Sess., 25 may Té52. 


#NO classified data has been extracted fron tuese reports. 
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Directive Yo. 250.11-2 (now 4109.3) Cxpply Systems 
a Pro ect. + Auge VWOS2.. 





Mirectives Nos. 4000.8 and 4000.9, Military Suppl 
System Regulations, 5 Sept. 1952 and revised Mg Nov. Tose, 


Regulations, Covering Operation of “anarenent Funds, 
27 June 1950. 


Regulations, Covering Operation of Stock runds, Fifth 
Revision, Dec. 1959. 

Munitions Board Vemo., Standard Materiel Caterory Grouping 
System, 19 Sept. 1950. 


Navy Department, The lnited States Navy, NavZX08 P-435 (Rev.10-2 
Wash. Bids , Oo. P Ow, Dob. 1952. 
| 
The Navy Stock Fund tnnual Report, Fiscal Year 1952 
anda Pub. 2635 Bureau of Supplies and Accounts, Oct.1952. _ 


Secretary of Dafense “emo., The Department of Defense Supply 
system, 1% Nov. 1949 





YT. $. Congréss, Public Law 253, 80th. Sone., lst. Sess. 
Public Taw 216, S18t. Tong, 15t. 368s. 


Public Taw 468, S2@nd. Cong, 2nd. Sess. 
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